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July 18, 2014

The Honorable Jeanie Forrester
New Hampshire Senate
State House
Concord, New Hampshire 03301

Re: PSNH’s Relationship with Northern Pass Transmission

Dear Senator Forrester:

I have reviewed your June 24, 2014, letter regarding the Commission Staffs analysis of the
relationship between Public Service of New Hampshire (PSNH), Northeast Utilities (NU), and
Northern Pass Transmission (NPT). Your letter takes issue with some of the Commission’s
analysis and you appear to have misunderstood some of the conclusions reached. I provide the
following in response to your questions and assertions.

Status of investigation

You referred to “preliminary” and “detailed” responses. My September 12, 2013, letter was
indeed “preliminary” and was followed by the detailed November 5, 2013, Report by Steven E.
Mullen, then Assistant Director of our Electric Division.1 The Report recounts Mr. Mullen’s
investigation and findings. It was sent to you on November 5, 2013, and was posted on the PUC
website. Since the issuance of the Report, PSNH has submitted additional documentation in
response to a March 4, 2014, letter of Executive Director, Debra Howland. Unfortunately, those
responses, filed March 17, 2014, do not appear to have been forwarded to you and are therefore
attached.

The Commission’s Electric and Audit Divisions continue to evaluate PSNH’s submissions and
have an ongoing commitment to scrutinize the interactions between PSNH and NPT. Although
you stated that it drew no opinion on the propriety of PSNH’S relationship with NPT, the Report
in fact found no evidence of violations of Commission rules or state statutes. The Report
verified PSNH’s adherence to the requirements of its time reporting policy, verified PSNH’s
accurate allocation of hours worked on Northern Pass issues, and verified that the payroll costs
were billed accordingly. The Report concluded, in part, that “ratepayer finds are not being used
to support Northern Pass development costs,”

Mr. Mullen recently lefi the employment of the Commimion,
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Depth and openness of investigation

Your letter asserts that Mr. Mullen accepted PSNH representations without proof. As the Report
recounts, Mr. Mullen had access to PSNH and NU files at PSNH’s headquarters without
interference or obstruction by PSNH. He reviewed files, computer records, and payroll records
for two quarters of PSNH operations, and his detailed findings are summarized in the Report.
Thus, Mr. Mullen verified through direct examination of records that PSNH’s representations
were correct.

One area that was not fully explored prior to the November 5, 2013, Report, due to lack of
adequate documentation, involved allocations of the time spent by Gary Long on the Northern
Pass project. Those documents were reviewed on November 14, 2013, and Mr. Mullen
confirmed that 10% of Gary Long’s payroll was allocated to the Northern Pass project. A
similar analysis will be made by the PUC Audit Staff regarding new PSNH President William
Quinlan.

You also stated that Mr. Mullen accepted without question that there was no agreement between
PSNH and NPT regarding Northern Pass. Mr. Mullen noted in his Report that PSNH stated it
had no written agreement with NPT, but it did have a time reporting policy used by all
companies in the Nh system, including PSNH. He found after an examination of records that
PSNFT adhered to the policy, and that PSNH properly billed to NPT all time spent on Northern
Pass issues.

Concerned that there might be more documents related to the PSNH — NPT relationship, the
Ekecutive Director followed up with a March 4, 2014, directive that PSNH submit the following:

[Tjhc original or a verified copy of any written contract or arrangement and of any
modification thereof or a verifled summary of any written contract or arrangement that it
had, currently has, or enters into with Northern Pass, either directly or through affiliates,
the consideration of which exceeds $500. PSNH’s filing shall describe or contain any
contracts or arrangements whether continuing or complete, including but not limited to
the furnishing of managerial, sucervisory, construction, e;nginnering, accounting,
purchasing, financial, or army other services (including marketing, lobbying or legal), or
any purchase from or sale to Noitheen Pass. PSNH is also directed to flwniah originals,
verified copies, or verified statements regarding the use or lease of real property interests
to or from Northern Pass.

PSNH responded on March 17, 2014, with a description of the’ following three policies, ai~d
provided copies: 1) Time Reporting Policy; 2) a summary of Northeast Utilities Procedures
Relating to Charges Between NomSer’iice Company Affiliates; and 3) a Site J\ceess and Entry
Agreement. As noted above, those documents are attached.
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Our Electric and Audit Divisions are still evaluating these policies and, if necessary, they will
request further information or documentation. Finally, the Transmission Services Agreement
between NPT and HQ Hydro Renewable Energy~ Inc. is available at
http://northernpass.us document-library.htm. This document describes how NU shareholders
must initially fund NPT’s costs and how NPT will be repaid by Hydro-Quebec, if and when the
Northern Pass begins operation. This NU funding is the source of money NPT uses to reimburse
PSNH.

Commission Oversight

You claim that the Commission ignored violations regarding negotiation of a purchased power
agreement and inclusion of a Northern Pass related letter in a PSNH bill envelope. This is a
misunderstanding of existing standards. RSA 3 74:57 specifically authorizes a utility to negotiate
a long term contract for power. As to the bill insert, a utility may include materials of an
“affiliate” in a bill envelope. To minimize public concern over this issue, however, Mr. Mullen
“suggest[ed] that the companies refrain from the use of PSNH bill inserts to promote the
Northern Pass project.” PSNH apparently heeded this advice as we are not aware of any further
use ofbill inserts for Northern Pass communications. Mr. Mullen also recommended that PSNH
and Northern Pass “reduc[ej those questions by making it clear during public events that, if
PSNH personnel are involved, all costs associated with PSNH’s involvement are being charged
to Northern Pass.”

Conclusion

Based upon the Commission’s investigation of the affiliate issues to date, there has been no
fmding of any violation of applicable standards by PSNH. In order to provide greater
transparency, the Commission has assigned this On-going inquiry docket number JR 14-196. All
materials relating to this matter will be filed in that docket and made available on the
Commission’s website at www.puc.nh.gov. Parties wishing to comment or provide further
information relating to the PSNH and NPT relationship may file such with the Commission in
this docket. The Commission, through its Audit and Electric Divisions, will continue to monitor
and examine PSNH’s activities relating to NPT. We appreciate your concerns regarding the
interplay of regulated and unregulated activities and welcome your input if further issues
develop.

Very truly yours,

F. Anne Ross
General Counsel

Attachments
cc: Robert A. Bersak, Esq.






























































